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ABSTRACT 

The Texas Foundation School Program, popularly known 
as the Minimum Foundation Program (f5FP) , is a very complex approach 
to school finance. It provides basic assistance in three 
areas — minimum salaries, operating allowances, and 

transportation — and additional assistance ir two others — vocational 
education and special education. The state pays roughly 80* of the 
MFP costs. On the whole, the Texas system favors smaller districts, 
especially those under 500 average daily attendance, even though 
district wealth is generally an inverse function of district size. 
The major sources of the inequities have to do with how enrichment 
monies for operating expenses are provided, how capital outlay monies 
are raised, and how foundation program current expense allotments are 
determined. The marner in which local fund assignment is calculated 
is also weak but it is not as large a problem as the other three. An 
equitable system must take into consideration district wealth, 
district family income, local school taxes^ local municipal taxes, 
different common costs of education, the concentration of students 
with special needs, and different transportation needs. 
(Author/IRT) 
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A BRIEF HISTORY OF TEXA3 SCHOOL FINANCE 



As early as 1854 Texas first provided for s'.ate aid to education. 
It was distributed to school districts in cual amounts per 
pupi 1 . 

The State's "first effort to equalize state aid in terms of 
local ability . . . came in 1915 with passage of the Rural 
Aid Law. This was an insignificant feature of school finance 
for some years, but by 1948 it hao become a major element in 
state assistance." (22% of the major state education aid pro- 
grams) Notice the "rural aid" designation for Equalization 
Aid. In fact, it was originally restricted to school districts 
under 1,500 schol asti cs . ly 

However, in 1948 the original State education aid program wa* 
still the senior partner, providing 78% of the Tajor state 
aid monies, and it was still allocated to school districts on 
a per pupil basis. 

Inevitably this led to conflict between the smaller districts, 
which wanted more equalization aid, and the larger districts, 
which wanted more per pupil aid. Th9 Gilmer-Aiken Minimum 
Foundation School Program was the resultant legislative compro- 
mise in 1949. This is still basically operative today, as is 
the older per pupil apportionment program. 



THE PRESENT SCHOOL FINANCE APPROACH 

The Texas Foundation School Program, popularly known as The 
Minimum Foundation Program (MFP), today is a very complex 
approach to school finance. It complements the original 
(1854) State aid program which is based on par pupil apportion- 
ments. But the MFP is much more important since the per pupil 
apportionments are subtracted from the amount of MFP State aid 
due to districts, and thus, according to the 1969 Research 
Report of the Governor's Committee on Public School Education, 
"have no effect on the net aid to most di stri cts . "2^/* 

' AltFoiTgh one of every thirteen districts in th^ State receives 
more state aid than they would be entl Jed to under the MFP 
because of the per pupil apportionment law's existence. These 
£.re called "budget balance" districts. Also, the Governor's 
Committee Report noted the following: "... with the prospect 
of a stabilized scholastic population in the next oecade, the 
per capita apportionment might become a major unequalizing 
factor in state aid. "3/ (See further discussion on p. 10) 
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I5?.II^!c^''°^''^^^*^''^?/°'''"' ^^^^'^ assistance: for minimum 
salaries, operating allowences and transportation. 

(1) A minimum staffing plan is prescribed for every district, 
including the categories of personnel who must be employed. 
Basically, one teacher is allowed for every 25 students 
This combination is called a "classroom teacher unit". 
Districts smaller than 500 ADA need fewer students per 
classroom unit tc get Foundation Program support for one 
teacher. The numbers of special service personnel 
(librarians, nurses, etc.). teachers' aides, supervisors 

or counselors, end principals are determined by having 
one of these categories of personnel allowed for "x" number 
of classroom teacher units, with "x" varying depending on 
the category. Salaries of the personnel are based on 
degrees held and length of experience. 

(2) Operating cost allowances are based on the number of regular 
classroom units, special education teacher units and 
vocational teacher units. 

(3) Transportation cost allowances are made on a formula basis 
considering the number of pupils transported, number of 
miles driven, types of roads, etc. 4/ 

The MFP also provides for two additional forms of assistance: 
vocational education and special education. 

(4) Vocational education assistance is based on one teacher 
for "x" number of secondary school students, with "x" 
varying depending on the size of the district. Smaller 
districts generally get more Foundation Program support 
per student than larger districts. 

(5) Special education assistance. Plan B, is based on one teacher 
for X number of students having special education needs, 
depending on the category of assistance needed (mental 
retardation, learning disabilities, physical handicap, 
emotional disturbance, pregnant). Generally, one special 
education teacher can be allocated for as few as six emotionally 
disturbed students, or as many as sixty students with speech 
handicaps. Special education assistance, Plan A, now phasing 

in to completely replace Plan B assistance by 1976-77, is 
allocated somewhat differently. Basically, one special 
education teacher is allotted for every 143 total students 
enrolled in a district, rather than for the number of students 
having special education needs. 5/ 

MFP disbursements broke down as follov.'S in 1 970-71: The minimum 

salary support accounted for 80. 5/^, operating allowances for 6%, 

transportation costs for 2.5%, vocational education for 5% and 

special education for 6%. 6/ The State pays roughly Q0% of the 

total MFP costs, and local districts together must provide the other 20% 
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Individual districts are assigned their share of this statewide 
20% bill, called the Local Fund Assignment (LFA), presumably in 
accordance with their fiscal capacity. This is determined by 
an "Economic Index" established for each county and by the 
districts' proportion of their counties' assessed valuation. 
Mainly, local districts raise their LFA through local property 
taxes . 

Additionally, the local districts can "enrich" their school 
programs beyond the MFP minimum by levying ext^-a property taxes. 
There is no limit on how much districts can "enrich" their pro- 
grams. On the average local districts raise 2-1/2 as much for 
enrichment of operating programs as they do for their LFA. 7^/ 

But the Minimum Foundation Program only accounted for 85% of the 
State's total education aid in 1970-71. The remaining 15% of 
the total State education aid went for special state programs, 
Texas Education Agency administrative coses, county agency 
administration, Regional Service Centers, free textbooks, and, 
most significantly, the teacher retirement system. 8/ 

THE EFFECTS OF THE SYSTEM ON SELECTED HARRIS COUNTY 
AND OTHER TEXAS SCHOOL DISTRICTS 



What are the effects of this complex system of Texas school 
finance? Table 1 on the next page shows the effects on operating 
expenses and state aid for selected Harris County and other dis- 
tricts around the State. 

Looking at "Foundation Program" figures (column 3) it is apparent 
that the fuur wealthiest districts in Harris County (according 
to their "Market Value per ADA", column 2) received the highest 
dollar per pupil allocations of all the selected Harris County 
districts. Only the wealthiest Harris County districts are above 
the state average of $427/pupil. When looking at the other 
selected Texas districts, the same pattern holds--the wealthier 
districts get more Foundation Program allocations per pupil than 
the poorer district? (except for Provident City). 

Going on to "Enrichment" operating expenses (column 4), which 
are local expenditures over and above Foundation program expen- 
ditures, it can be seen that the four wealthiest Harris County 
districts have from $35/pupil (Tomball vs. Pasadena) to $503/pupil 
(Deer Park vs. N.E. Houston) greater enrichrrent expenditures 
than the poorest Harris County districts, i.e., 19% to 620% more. 
Only the four wealthiest districts and Houston .SD exceed the 
State average of $191/pupil. Edgewood, Laredo, Brownsville, 
Robstown and West Oso are worse off than eyen Harris County's 

b 



ERIC 



I. JO 
0) 
0.r- 

•r- O 

•M Q 
00 < 



CO CO CM 0> 

^ CM tn 

CO CO CO CO CO 



O U> VO CM 
VO »— CX) f— 
r- r— CM CO 



t/> CO 
LU I- 
00 o 

Z HI 

LU q: 

X 00 
LU 1 

I 

O 
z . 
►~t o 

a: o 

LU l/> 
O 00 

<C LU 
O 
O 

LU 



00 H-i 

U.Q 

O *^ 

O LU 
00 h- 

or: »- 

<C 00 

o. 
o : 



















to 












O 


Q) 1 




»- 








O 






o\ 






-M r— 






C 


1 




<u •> 








o 


4-» 


U O 


•r- 


C 


3< 


S» 


<u 


O 


C 


B 


1. 


LlJ 










A3 a 






u 






O (/) 






^ <u 


c 


B 


■\ to 






Q) C 


"O 




4-> (U 


c 


cn 






o 


•M X 


o 




OO LU 


Uu 





CO O 00 00 «^ 
^ VO rN. VO rN. 
\o m m Kt ^ 



^ CO <t CO 
CO 00 00 o o> 

CVJ I — 1—1— 



in o O 

00 CO O VO 
GO O 00 VO 



^ o in en 
00 o in »— 

^ to CO CM 



(jt f— CO in VO 
o r>. o> VO r>. 

^ CO CO CO CO 



O in 
O CO ^ 
^ 



< o 



o o o o o 
o o o o o 
o o o o o 

CO r>. CO CO Kj" 

O CO CO CM »— 
CM 



o o o o 
o o o o 
in r— o in 

I— VO CM #— 



Cn CM CM CO 

in «rt- r>. 
CO CO CO CO 



-^co r^r^rororoo^cn^ 
in Ktro cnvoinoor^r^r— CM^ 
<n coco rororororocMf— f— t— 



00 00 00 
r>. VO r>. 
^ ^ in in 



rN. CO in 

CT> O CO 00 



VO in CO CO 
r-N. VO o 

CO CO Ki- CO 



VO covo r>.covococT»CM»— r^vo ^ 

1— »— r^inoinr^,— C7>in cn 

^«^-^vo*^'ininvovoo>roco in 

r— VO 



vorN. in o o CO CO VO ^ VO ^ 
in c7>oo o 00 tn cn CO 00 ^ a> 

CM 1 — CM CM K^- CT» tn 
LO 



^*'r>»ororo'Oinr>*intnvo o 
invovo>— <7tO^CMOOrocM»— 
oo ro«v) ^ro^^^ro^^^ 



































3 O 
















<a cn 


o o o o o 


o o o o 


o o o o 


> r~ 


o o o o o 


o o o o 


o o oo 


•M < 


o o o o o 


o o o o 


o o o o 






A M « « 




r>* ^ CO VO 


rN. o VO in 


VO ro 00 


^ <: 


CO »— »— 


CM 00 00 


^ r— CM CO 






CM r- 










2e: <u 








qJ 









oooooooooooo o 
oocooooooooo o 
r— ooooooooooo o 



00 



c 

CM 



0) 

I. 



CO 

o 



c o 
(/) 

CCI ITS 3 

cr c o 

O O <D X 
•M C -O C 

t. 73 LU 
O Q. »— • 

3: 00 a. < 2: 



o o o o 
o o o o 

O O CO o 

A M * » 

CO CO 
I— CM CO 



inr— coinr-vO'rj'rN.voinvocsi 

I — »— CMCMCMrOCOLDOCTi*^ 
^ ^ VO 

in 



OOOOOOOOOOOCM 
OOOOOOOOOOOCM 
OOOOCTiOCOOOVOVO 

OCOr>.P>.K^"COCMCT»VO CO CM 
CM^r— in 



CO 

VO 
03 



a. r— 

0) to 

O o E 
<a a» o o 
a C3 »— 



o 5 
to 

3 > 40 

O r- C 

X <u <u <u 
c c -o 

C 40 

LU t3 n t/> 

r- -C 40 
Z < O Q- 



■o 

0) 

u 

<D 

Q) 
00 



c 
< 



>» u >, 

•M O -M 

z 

to >^ — to 

C 0) 

Uf- u 

29 (/) 3 



o 
to 



C 00 

-M O 
-J to »— • 
Ul 

q: < o. 
a. Ul 
• o 
*<\r X 
to r>. Ul 

3 r- U- 

o o 
e3 +i >- 

>^ OJ 
■O to 

3 c:. 

•M 

00 00 <t 

u «c 

fO 

C 00 Ul 
•r- »— • O 

u o 

r- —1 2 

o o 
o o u. 

^ X 
U CJ _l 
00 00 o 

o 

to 00 X 
40 < O 
X X 00 
<U LU 
h- h- O 



o 
oo 



o > o 
O o to to 

5 -O C 40 

cr I- o 

TD 40 t- i— 
^ 00 LU 



coo 
X i/> 

O t/» O C in 

•M 3 -r- rx3 

to O. <M 4^ 
ja t/i l/> 

O O <U 3 40 

a; cj :s <: o 




o 
E 
B 

U I o 

• • o ca • o 

o >- <v to 
- X 

3 a: 00^ 

to a. X f- ^> 

O UJ v<> ^ 

40 

+J «X CX 

40 

o o • 

LU 3 •4^ 

X cn c u 

• •< 40 -r- 

U — I t/> -M 
C U- 3 t/1 
40 O -C «C 
•O U Q 

c: LU (. « 

0) =3 lO CM 

4-> ^ 0) o 
•M «c </» o* o 

< > <U r-JC 

« o 

>lh- • CO 

r- LU to > 
•r- 2k£ <0 O 

40 q: X z c 

OJ c 
C7>0 So <U 

40 O Ci. 

C7I 0) Ol <U 
<U r— U O "O 
> U DC C 

< U. 3 

O O E 
to to «/) 

•r- oo |» ^ 

LU lO 4) 

< 1^ 4-» 4^ O 

Q <C 43 c 00 

< z: o »-« 1-4 



ERLC 



- 4 - 



poorest district (N.E, Houston), having only 1/3 to 1/2 of the 
State average, t"! Paso and Austin, like Houston, modestly 
exceed the State average, while Dallas, v.he State's seconJ 
largest district after Houston, is bO% higher. The sample of 
four very wealthy districts (Snyder, Andrews, Laureles and 
Provident City) have enrichment expend i ti;res from 2.3 to 35 
times state average. 

Looking at the "Total State and Local Current Ooe ratinq 
Expenses pejiJUJA^ (column 5), which combines Foundation Program 
and enrichment expenditures, it is seen how the combination of 
higher Foundation Program allocations, plus considerably more 
enrichment monies, results in the four wealthiest Harris County 
districts having $89/pupil (Tcmball vs. Pasadena) to $562/pupi-l 
(Deer Park vs. Aldine) more total state and local operating 
monies than the four poorest districts in the County. Only the 
wealthiest districts and Houston exceed the State average of 
$617/pupil. The same pattern holds for the other selected Texas 
districts, with the wealthiest districts having considerably more 
total operating monies than the poorest ones. Edgewood, Laredo, 
Brownsville and Robsto-;n are $140/pupil to $200/pi-pi 1 below 
State average. 

Finally, r c _" SSaJ^M±^er_^M^ (the last column), which is the 
State s share of Foundation Program expenditures, indeed we see 
an equalizing effect in operation (attributable to the method 
of calculating the local share, or Local Fund Assignment, of the 
Foundation Program). The four wealthiest Harris County districts 
receive 1 ess state aid than all the other selected County districts. 
This basic pattern holds for th^ other selected Texas districs. 
Note, however, that of all Harris County districts, all but N.E. 
Houston and Channelview receive 1 ess than the state average of 
$355/pupil. And four of the six poorest other Texas districts 
also receive less than the state average. 

Table 2 compares the effective -ax rates* and assessment ratios 
for selected Harris County end other districts around the State. 
While district wealth (market value per ADA), Foundation 
Program allocations, local enrichment expenditures and state 
aid, which have been reviewed on the preceding pages, are part 
of the picture, it is also important to compare the tax effort 



* 'Effective" tax rates are computed on market value, wherea-. 
the actual, collected tax rates are computed on assessed 
value. Using "effective" rates to compare districts tends 
to eliminate the ro^^ that differential assessment practic s 
play from district to district. For instance, take two d" - 
tricts that have the same actual tax rate, with one distn t 
assessing at 20% of market value and the other at 40%; the 
latter district actually is taxing itself double the forme.> 
Q district. Comparing "effective" tax rates shows this difference. 

ERLC - 



of the selected districts. Are the poorer districts worse orf 
h^vln"? expenditures than the wealthier districts because they 
haven t exerted as much tax effort? Or do the poorer districts 

?JJ ?he??'schools?'°'' '"^ '^'^^ ''''''' available 

tax rates to raise local t ax levies for the Local 
hund Assicjnment (column 1), remembering that the LFA is the 
.ocal shar^^erage 20%) of the Foundation Program, there is no 
5l ?nnEpr*H-\' "^'^^^^ districts ta. high and low, so tSo 

i?/?c suggests that the calculation of the 

rifv ,f ?J equitable, although the difference between Provident 
uHa I rt^' ^"^ El Paso 5t $0.96, on the one 

hand, and Channelview at $2.25 and Corpus Christi at $2 27 is 
inexcusable.* It should also be noted that all Harris County 

tdlVlll ir^P* ^^^H 2"^ ^P'"^'"9 Branch) tax themselves 
above the State average of $1.51 per $1000 market value. 

Mo]MjTj_on to tax rates to raise local tax levies for maintenance 
Column 2r. Which is a total of th e rates to raise LFA and 
enrichment monies for operating expenses, there are clear dis- 
I'^I'^Jh^Hc ?° be seen The four poorest Harris County districts 

di^tHrt^ .'n^ -i^ ^ ^^'"'^ ^^'9^^^^ t^^a" t^^e four wealthiest 

districts (comparing Pasadena to Goose Creek, then N.E. Houston 
to Katyj, with all four taxing themselves more tha n 505^ above 
the State average of $4.97 per $1000 market value. The same basic 
pattern holds for the selected other Texas districts. The Houston 
rn^nt/H?!fi- ;°t°'"Jously lower than any of the four poorest Harris 
County districts, although it is still higher than the State 

nn?i;^r; ^"/x^*,! ?f selected Harris County districts, 

on<y Katy and Tomball tax themselves below the State average 
The sample of four very wealthy districts all tax themselves' well 
below State average, from 1/2 to 1/10 of it. Thus, for operating 
ulZ^rll r'^ri'^!^ enrichment expenses, it is clear that poore? 
districts tend to tax themselves considerably more than wealthier 
cJ^;r' 5; • ? ^^'V ^""^''"9 "P on the short end of the expenditure 

thin LcJ ^I'Su^^c^^*^^* districts tax themselves more 

than the rest of the State does. 

L ooking next at t ax rates to raise local t ex levie s for debt 
FFaTT^lirnl"'"!.- i' remembering thaT-thlV Is how school systems . 
by-and-large. finance school site acquisition, new construction 
and major renovation it is seen that the four poorest districts 
in Harris County tax themselves from two to six times whai the 
four wea thiest Harris County distric ts do (comparing Pasadena to 
Deer Park, then N.E. Houston to Tomball), and t' . to thrpe times the 



* There is a question, however, as to how reliable the data is 
on market value. The data used were submitted by the school 
districts themselves, making it quite possible for richer 
districts to understate their wealth. 

** There is no State assistance for these necessary expenditures, 
although some Federal funds are used. 
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State average of $1.34 per $1 000 market value, "ouston ISD 
taxes itself for debt service at si ightly 1 ess than State 
average, although still at a higher rate than the four 
wealthiest districts in the County. Of the other selected 
Texas districts, all but the four very wealthy districts tax 
themselves higher than State average, ranging from Dallas 
(4* higher) to Edgewood (412% higher). 

Re Assessment Ratios (column 5). This is a comparison of the 
assessed valuation to the market valuation of a district's 
real property. While this has already been factored into the 
"effective" tax rate figures of the previous columns, it is 
valuable to note, without the confusion of differing actual 
tax levies, how the poorest districts in Harris County assess 
themselves at 40% to 100% higher than the State average, as do 
most of the other selected, poorer Texas districts. Urban 
districts are generally higher than State average. 



THE EFFECTS OF THE SYSTEM ON THE STATE AS A WHOLE 

The foregoing i nterdi str i ct fiscal disparities exemplify the 
Texas system of school finance, but they are by no means the 
extreme examples of i nterdi stri ct disparities across the State. 
In Harris County the 1970 estimated market value per pupil 

' ranged from $14,000 to $227,000. Yet, in Texas as a whole the^e 
were 175 school districts with greater weal th , 21 of which had 
o ver $1,000,000 market value per pupil, with Provident City ISD 

• having $1 0 ,863 ,000 MV/p. The State average in 1 970 was $53 ,000 .1_0/ 

In 1966-67 districts 80% or more Chicano had a $33,000 MV/p 
versus a State average was $47 ,000.1J_/ 

But these State disparities have to be considered in light of 
the school district sizes in Texas. In 1969-70 the Texas system 
contained over 1,200 districts. These districts ranged in size 
from the huge Houston ISD (241,000 students) and Dallas ISD 
(165,000) to 32 districts with 25 or less ADA. There were 641 
districts 500 or less ADA and 954 districts 1 ,500 or l"ssADA.l_2/ 
While the total number of districts has slightly dwind>d, the 
size disparities among districts remains roughly the same. 

Referring back above, therefore, it should be noted that the 175 

districts with greater than $227,000 MV/p haa a average ADA of 

only 295, and the 21 districts with over $1,000,000 MV/p had an 
average ADA of unly 30. 
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District wealth is generally an inverse function of district 
V^^\ As Table 3 shows, tn 1 966-67 , the average Estimated 
"^''•^f^yiJ!^ ^"^^ (EMV/ADA) for districts less than 500 ADA 
was $12 .000 as compared to $36,000 for the sevin iSrSes! dis- 
tricts (more than 40.000 ADA).*13/ And. as was noted abcve. 
641 of the State's 1.219 districts in 1969-70 were 500 ADa or less. 

TABLE 3 

COMPARISON OF SCHOOL DISTRICT WEALTH 
BY DISTRICT SIZE GROUPS. USING 
1 966-67 ESTIMATED MARKET VALUE PER ADA 1_4/ 

S chool District Size ' 1966-67 EMV/ADA 

Less than 500 ADA $ 121 .000 

500 - 1 .599 79 .000 

1 .600 - 2 .599 51 .000 

2.600 - 4.999 48.000 

5.000 - 9.999 43.000 

10,000 - 39,999 28.000 

More than 40.000 36,000 

State Total $ 47.000 

The Minimum Foundation Program favors smaller districts, especially 
those under 500 ADA, as Table 4 on the next page clearly illustrates 
Factoring out transportation allowances, the Texas Research Leaque's 
data show that small districts (^^0-499 ADA) have 11-12"^ higher' 
Foundation Program allotments than all larger districts and that 
the smallest districts (under 100 ADA) have roughly 40% higher 
allotments than all larger districts (over 500 ADA). 

Districts over 2,600 ADA are generally treated equally. In Fall 
1970 approximately 28 out of more than 100 predominantly Mexican- 
American districts were over 2.600 ADA; however, these 28 districts, 
along with the seven largest central city districts, contained 
over 60/c of all tne Chicano students in the State. On the other 
hand, only three predominantly Black districts over 2,600 ADA 
existed in Texas in Fall 1970. Yet, Black students are concen- 
trated more heavily in large urban districts than Chicano students; 
a majority of Black students are enrolled in the large urban 
d'. stricts . 1^/ 

Houston, Dallas, Fort Worth, San Antonio, El Paso, Austin, 
and Corpus Christ^ Independent School Districts. 
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WHf DO THES E INEQUITABLE EFFECTS QCCUP? 
Major Problems 

(1) How enrichment monies for operating expenses 
are provided. ^ 

(2) How Capital Outlay monies must be raised. 

(3) How Foundation Program current expense allot- 
ments are determined. 

Least Worrisome Part n f the System 

(4) How the Local Fund Assignment (LFA) is calcu- 
lated (although the methodology has its flaws). 

(1 ) Enr i chment 

The 1968 Governor's Committee on Public School Education reoortPd 
that twice as many local tax dollars went for enrichmen? 
current operating expenditures as for the local po?t?on (LFA) 
of the Minimum Foundation Program. 16/ By 1970-71, the Texas 

'Hq?/'^ ^^'r' ' that the ratio had riser to 2-1/2-1 

i$197/pupil for snrichment vs. $77/pupil for LFA).]!/ ^ 

This is not surprising considering that there is no limit on how 
much enrichment monies a district can raise, and that, under 
pressure of strong inflationary trends, raising enrichment levies 
IS easier to do than pushing for increases in Foundation Program 
funding at the state level, at least for those districts which 
caii afford to increase their taxes. 

District property wealth is the sole determinant of the amount 
of enrichment monies that similar district tax rates can 
generate. Because of this, local enrichment revenues for operating 
expenses (i.e., excluding local money raised for debt service) 
ranged from less than $100/student to more than $7000/student 
across the State in 1970-71, although only 11% of the districts 
(2% of the students) had enrichment levels above SBOO/student.lJ./ 

The 1973 Report of the Joint Senate Interim Committee to Study 
Public School Finance (Mauzy ReDort)l_9/ called local enrichment 
the "greatest matter of inequity in the current Foundation School 
Program. 

It is to be noted that Florida. Kansas, Montana and Michigan have all 
recently passed legislation which works at providing more equal 
yields for the same enrichment tax rates. 

(2) Capital Outlay 

Roughly 1/4 of local revenues jo for capital outlay expenditures 
and debt service. This is more than is allotted for the local 
share (LFA) of the Minimum Foundation Program. 20/ 



As with enrichmenr monies for operating expenses, district 
property wealth is the sole determinant of the amount of capital 
outlay and debt service funds that similar district tax rates 
can generate. 

And, of course, district property wealth is generally unrelated 
to differences in construction and renovation needs and costs 
between districts. Construction cost per square foot can be 
the same for city and suburb because they are drawing froni the 
same labor pool and supplies market. Nevertheless, land -osts 
differ fantastically. A recent survey of the 25 largest metro- 
politan areas in the U.S. points up how central cities paid 
$68,000 per acre for school sites, while their surrounding 
suburbs paid only $3,500 per acre. Rural construction and land 
costs, of course, are considerably less than city and suburban 
costs . 

Presently 35 States provide some form of assistance for school 
housing, with Connecticut, Delaware, Hawaii, Maine, Maryland, 
Massachusetts, New Hampshire, North Dakota and Vermont allocating 
from 11% to 47% of their state school budgets for this purpose. 
Maryland has 100% ^tate supported school construction, although 
sites have to be acquired with ocal funds. 2J/ 

(3) Foundation Program Allotments 

Of total State and local operating costs, 62% are supported by 
the Minimum Foundation Program. 22^/ According to the Texas Research 
League's recent research: the Foundation Program allotment in 
1970-71 exceeded SlSOO/pupil in one district with 38 pupils and 
was below $300/pupil in another with 51 pupils. The bulk of 
Texas districts (84% of the districts, 99% of the students) get 
from $300/pupil to $60C/pupil. But this is a 100% gap between 
top and bottom. 23/ 

The Mauzy Report has castigated the workings of the present 
Foundation Program on several points, (a) Rich districts can 
pay higher salaries to attract teachers with advanced degrees 
and more experience, thus garner more Foundation Program entitle- 
ment. So rich districts get more state aid and poor districts 
get what's left in terms of teacher quality and state aid. (b) A 
district must fill its authorized personnel units to get a 
Foundation Program allotment. But low salary schedules, use of 
larger pupi 1 /teacher ratios, and unattracti venes s of districts' 
locations and facilities contribute to underut i 1 i zat i on of 
allowed units within certain districts. The Repo^^t said this 
frequently exists "in districts with comparatively low per 
pupil property wealth." (c) The Foundation Program higher allot- 
ments for teachers with more advanced degrees and more experience 
constitutes a "guarantee" (to the Texas State Teachers Association) 
that the higher priced teachers won't be dumped in favor of 
cheaper teachers (i.e., ones with less degree p :paration and 
less experience) by districts which question the cost effectiveness 
in the classroom of the higher priced teachers^ and which might 
wish to experiment with alternative uses of the extra Foundation 
Program funds which now are allotted for the higher priced 
teachers over lower priced ones. (d) The Foundation Program 
pays only for one set staffing pattern of teachers, principals, 
other administrators, counselors, nurses, librarians, teachers' 
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li iJ^^' ?"^^ ^ district has enrichment monies can it 
add additional staff in these categories or hire additional 
staff outside these categories. 

(4) Local Fund Assignment 

Remembering that this is the least worrisome part of the present 
system of school finance in Texas, i.e., it is the most equalizing 
feature, a few problems with the calculation of the LFA shall 
be simply noted. 

Certain government land allows school districts to claim credits 
against their LFA, i.e., they have to pay less than their base 
LFA figure. This amounted to $5.9 million in 1970-71. 

Districts which claim they cannot assess higher than their 
county assessment ratio get a "maximum tax rate" credit. This 
amounted to $15.0 million in 1970-71. 

Rich districts whose per pupil app- tionment from the State (see 
p. U and LFA exceed the computed . .st of their Foundation 
Programs are called "Budget Balance" districts. The only state 
aid these districts receive is the $n9/student (1 970-71 )* per 
pupil apportionment, no Foundation Program aid. But they only 
have to pay the part of their LFA which, added to the per pupil 
apportionment, equals their computed Foundation Program level 
This means $7.0-$7.6 million of LFA was lost in 1970-71. 

Adding these credits together totals $28 million, which, in 
effect, due to techni cal i ties ,' the districts which don't claim 
the credits must pay for (i.e., their LFA's are increased 
proportionately to share the cost of the $28 million which the 
fortunate districts get credit for). 2^/ 

LFA for a district is determined by an "Economic Index" for 
each county and by the district's proportion of the county 
assessed valuation. Many people question the validity of the 
variables used in calculating the "Economic Index" to measure 
a county's tax capacity. Also districts, such as most urban 
and poor districts, which use high assessment ratios (i.e., 
real property is taxed at a high proportion of market value), 
lose out under the present system because this practice increases 
a district s overall county Economic Index (20% of which is ba^ed 
on a county s assessed valuation) and it increases a district's 
share of its county's assigned LFA. 



* $130/ADA in 1971-72. 



- n - 



But remember, the method of calculating the LFA is the most 
equalizing part of the present system of Texas school finance. 
Reform efforts, like Rep. Dan Kubiak's, which focus on changing 
the method of calculating LFA, are diversionary from the major 
problems in the system. To reiterate, the major problerr.s are 

(1) how enrichment monies for operating 
expenses are provided; 

(2) how capital outley monies must be 
raised; and 

(3) how Foundation Program current 
expense allotments are determined. 

HOW SHOULD REFORM BE APPROACHED? 

Reform can be attempted by remedying one problem at a time, or 
It can be done in wholesale fashion. Either way, an overall 
concept of what constitutes an equitable system for all school 
districts in a state is mandatory. Otherwise the reiidies pro- 
posed to solve one fiscal problem, if unevaluated for their 
contribution to overall system equity, may cause severe reper- 
cussions in other fiscal dimensions once they are implemented, 
hollowing are discussed various factors which many states 
across the United States are now beginning to recognize as 

must considerations in the development of fair and eauitable 
state school financing systems. 

1 . District Wealth 

The lower the property wealth per pupil, the more the state 
school finance system should compensate. Equal local tax 
rates should provide equal yields of state and local revenues, 
all other factors being equal. 

2 . District Family Income 

Property wealth alone is net an adequate measure of district 
woalth. The lower the family income per pupil, the more the 
state shool finance system should compensate, since property 
taxes have to be paid out of income. Kansas has recently 
instituted a system incorporating this feature. 

3 . Loc al School Taxes 

As greater tax effort is put forth by school districts, pro- 
portionate increases of state and local revenues should perhaps 
be available to the districts, all other factors being equal. 
This assumes the desirability of continuing to allow differential 
local tax efforts. 
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On the other hand, there are certain problems with allowing 
Droba'b'?; :.'n %ff°^t^-./i^!t of all. wealthier communUi ' 
probably can more easily afford to increase their tax effort 
than poorer commumti es-they nave more income. Second, communi- 
ties with voters who are more educated and have more incomeTand 
which have more professional workers probably more easily vot- for 
V t Tt ^llTlln':■''°l' which dSn't ha^e these kinds' " 
schola; ?on in/J J.' m"^ *°u' '^"^^ ^ Massachusetts 

Pffnrt ?J ^'"^ Massachusetts history regarding tax 

effort. AT.er all, such people know the value of education 

Srreu'dr-?.''"^!;" \" Texas shows that, on'the who ef ' 
Jistricts! '"'^ themselves much more than richer 

* • Local Municipal ^ Non-School) Taxes 

Cities and some other governmental units often have vprv hinh 
niumcipal (non-school) tax burdens because of h gh needl fn? 
adequate police protection, garbage disposal health %nH 
Jor'lr'd o'^r^"^' '''' protp'ction. sewers so ' e ces 
less avail'Shll '''' ,I^^^^igher the non-school tax burd n the 

o^^^^°?l^r■^^^°^^^• ?t -oJs^ 'w 

?a%^Sk 

o'?h\?%'a°c%^;s" ltlVo^l:r'' ag\in all 

5 . Diff erent Common Costs of Education 

?fnri"' janitorial labor, kitchen help, other labor co-ts 
lana for school buildinos otr an ^ h» V'-"'^' aoor co_ts, 
than rural areas? ^ ' '''^her in urban areas 

fhartSe'ro'j.^^'Lr^'i:^'" Institute in Washington. D.C. shows 

J^i^lc . -""^ ^^""^ ^^9^' transportation costs of rural 

d stricts, which in turn is counterbf, 1 anced by the verv hiah 
building operation and maintenance costs of central cites 
The mam point on cost differentials has to cente? around 
teachers' salaries, which amount to around 80% Sf ope^a^ina 

0 ?^'^i?f^^e%'??L^^?n'^te-VH''^^^ - Jo?'d?f ^e^^e'nje^ in 

v^u:,i, u I TTerenti a I s in teachers sa anes between diffprpm 

have higher salaries than rural districts for teachers with 
same experience and education. Second" c?ties have mo-c 

lii^-t^^in. ^'fruV^r'sHt'^irt^ "'"is^^^n-* " <"^'-- 

UP having higher ^^l^^l" l^^lll'l^^l^ hel'Tl^.llZ'' '^llll.Vl' 
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districts, and certainly, considerably higher costs than their 
rural counterparts. This is a reality whether or not we value 
more experience and more formal preparation in teachers . 25/ 

Equal dollars per pupil, therefore, buys the least educational 
program in urban areas and the most in rural areas, with suburban 
areas in between. 

General cost-of-living differentials between areas should be 
reflected in distribution of any state education funds. Florida 
has recently adopted this principle. But central cities' higher 
salary costs due to higher concentrations of more experienced, 
more prepared and thus securely tenured teachers also must 
be recogni zed . 

6 . Concentrations of Students with Special Needs 

It is generally accepted that it costs more to educate children 
with physical handicaps, mental retardation, learning disa- 
bilities and emotional disturbance than the average student. 
It Is also somewhat accepted that it costs more to educate 
"incompatible" students, i.e., students from non-mainstream, 
non-Anglo, non-middle class backgrounds. More funds per 
student should be made available for such special education 
needs. And, as the percentage of such students varies district 
by district, especially in the category of "incompatible" students, 
differing overall needs should be recognized in any fair state 
funding scheme. Utah and Florida have both revised their systems 
to provide for higher concentrations of student needs in some 
districts over others. 

7 . Different Transportation Needs 

The rural factor. Excess transportation costs and higher admini- 
strative costs should be compensated (remembering, however, 
that urban and suburban districts also have real transportation 
-.eeds which should likewise be compensated if their needs are 
in "excess" of a normal district's transportation needs). 

SCORECARD ON THF SYS T_EM 

Now turn to the next page to see how each of the major facets 

of the Texas system of school finance tend to compensate/equalize 

for the various factors just discussed. 
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Should Texas not consider adopting a system of school finance 
which would compensate/equalize for each of the factors in the 
foregoing discussion? Is it not time for Texas to institute an 
equitable system of school finance? 

But can the State afford it? 

YES 

In 1970-71, Texas was 41st nationally in current expenditures per 
pupil for public elementary and secondary schools. 26/ Accordinq to 
estimates from the National Center for Ediicational~Statistics , ~ 
this ranking is not likely to be very different when 1972 and 
1 973 data are publ i shed . 

When looking at local and state revenue receipts for public 
schools (1971-72) as a percent of personal income (1971), the 
most recent figures available, we see that Texas is at 4.8% vs 
the U.S. average of 5.2%, ranking Texas around 35th national ly. 27/ 
But on most measures of State wealth, Texas ranks slightly higher 
nationally. 28/ = » 

These figures suggest tnat the State is spending less than it 
could on public education 

Meanwhile it should be noted that local governments only account 
for 43% of the revenue for Texas public elementary and secondary 
schools, 1 972-73 , versus a 51.2°/ national average. On the 
other hand, the State share is 46.3% versus a 41.0% national 
average .29/ 

Where does this leave one who wants to bring about major reform 
in a system of school finance shot full of serious inequities? 

On the modest side, as the State decides to spend additional 
revenues for education, one should carefully scrutinize the 
purposes and potential effects to see if the monies could not 
be more directly allocated to remedy the debilitating inequities 
in the present system, rather than perpetuating more of the same. 
On the not so modest side, one could call for a State income tax 
to provide funds to make up for many districts' very low fiscal 
capacity to raise funds for themselves. 

Whichever course i-s taken, probably both should be, it is clear 
that only an aroused citizenry will be able to move the State 
to reform when the routr thorugli the courts has been tempor- 
arily blocked and when the incumbent Governor and some key 
Legislators would rather deal with the inequities by cosmetics 
rather than by major reform. The citizens will have to become 
outraged at the crippling effects of the inequif^s of Texas' 
present school finance system. 

* rhTTederaT'TFrarG in Texas is 10. 7%. 30/ 
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